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Report of the Council of Economic Advisers 


In its latest report to the President, the Council of 
Economic Advisers concludes that U.S. economic activity 
will continue high throughout 1953. Military expendi- 
tures will again rise and business spending for fixed 
capital assets will probably be maintained at 1952 levels. 
Moderate gains in consumption expenditures also are 
expected. 

The outlook for 1954 and 1955, however, is less certain. 
It is anticipated that military expenditures will begin to 
decline in late 1954. As a result of the unusually high 
rate of investment since World War II, plant capacity is 
now somewhat high relative to output, and a continuance 
of the present rate of investment may be difficult to main- 
tain. The backlog of postwar demand for housing has 
been largely worked off, and the reduced rate of family 
formation presents serious problems for the maintenance 
of high levels of housing construction. Consumer sav- 
ings probably will not decline enough to offset declines in 
expenditures elsewhere in the economy. 

Because of the possibility of deflation in the next two 
or three years, the Council suggests certain policies to 
combat it. Adjustments should be made predominantly 
in the private sector, rather than by the implementation 
of public policies which expand the economic role of 
government. The Council feels that the tremendous post- 
war increases in investment have distorted the investment- 
consumption ratio and that a relative gain in consumption 
is necessary for balanced economic growth. This can 
be accomplished by adjustments in prices and incomes. 
In the event of a weakening in demand, wage cutting 
should be avoided. Price reductions by manufacturers 
can and should be made to help maintain a high level of 
consumption. The Council feels that there is need for 


Europe 

EPU Operations in December 

December reports on EPU settlements show that the 
United Kingdom was again the principal creditor, with a 
surplus of 82.6 million units of account (one unit of 
account == US$1.00); the U.K. November surplus was 
101.6 million units. In settlement, the United Kingdom 
received 57.8 million units in gold and had to extend 
credit of 24.8 million units. Its cumulative accounting 
surplus (905.3 million units) is now well within its quota 
of 1,060 million units. After a long series of deficits, 
Turkey had a surplus of 20 million units in December. 


greater flexibility in price policy. More than a decade of 
sellers’ markets, adherence to stereotyped profit margins, 
and cautiousness in estimating demand elasticities have 
held back promotional pricing. Well-timed reductions in 
profit margins and prices, by stimulating sales, could 
result in a rising level of absolute profits. Anticipatory 
downward price adjustments could do much to avoid a 
serious deflationary price spiral. 

The Government can help to avoid a recession through 
intelligent use of its fiscal and other powers. Consump- 
tion could best be stimulated by having the largest tax 
reductions those for low-income groups, because of their 
high propensity to consume. The present social security 
system needs to be expanded and improved so that there 
will be higher monthly payments to more recipients. The 
extension of coverage of unemployment insurance, and 
the raising of weekly benefit amounts, also would help 
maintain consumption in the event of a recession. Pur- 
chases of houses could be stimulated by liberalizing mort- 
gage terms; this could be accomplished through extension 
of government authority to guarantee and purchase pri- 
vate mortgages. Another method would be direct lending 
of government funds to home purchasers. Plans should 
be prepared now so that public development projects, 
such as roads, schools, hospitals, etc., could be accele- 
rated promptly as part of a total anti-recession strategy. 
The Council stresses, however, that large public develop- 
ment projects are difficult to expand rapidly and thus 
are of limited value in their anticyclical effects. 


Source: The Economic Report of the President, Trans- 
mitted to the Congress, January 1953, Washing- 
ton, D. C., 1953. 


Other surplus countries were Switzerland (11.9 million 
units), Sweden (11.2 million units), Austria (6.6 million 
units), the Netherlands (4.7 million units), and Iceland 
(0.5 million units). 

France had a deficit of 71 million units, compared with 
a deficit of 24.5 million units in November. Since France 
had exceeded its quota in November, the December deficit 
had to be settled entirely in gold. Germany had a deficit 
of 27.3 million units, compared with a deficit of 31.4 mil- 
lion units in November; 50 per cent of the December 
deficit was settled in gold and 50 per cent in credit. 
Italy’s deficit of 18.4 million units was about the same 
as in November (17.8 million units). Norway, Portugal, 
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and Denmark had deficits of 8 million, 4.6 million, and 
3 million units, respectively. The position of Greece 
shifted from a surplus of 0.3 million units in November 
to a deficit of 4.1 million units. Similarly, Belgium had a 
deficit of 1.2 million units, against a surplus of 6.2 million 
in November. 

As a result of the December operations, the gold and 
dollar resources of EPU were increased by 24.6 million 
units, to 373 million units. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 7, 1953; Organization for European 
Economic Cooperation, Press Release, Paris, 
France, January 16, 1953. 


U.K. Trade in 1952 


The adverse balance of U.K. trade fell to £788 million 
in 1952, from £1,197 million in 1951. The improvement 
resulted entirely from an 11 per cent decrease in imports 
which are estimated at £3,481 million, against £3,904 mil- 
lion in 1951. Exports totaled £2,694 million, virtually 
unchanged from the preceding year. 

The Chancellor of the Exchequer’s original plan for 
reducing imports by £300 million in 1952 appears to 
have been more than fulfilled. But exports (including 
re-exports), instead of increasing by an estimated £50 
million, in real terms, fell by £30 million. 

Exports to North America in 1952 were £271 million, 
against £274 million for 1951. This decrease, however, 
was due to a £10 million decline (to £137.2 million) in 
shipments to Canada. Exports to the United States, at 
£143.5 million, were £7.2 million above the 195] level. 
Fourth quarter data show that exports to North America 
were above those in any other quarter of the year and 
10 per cent above the 1951 quarterly average. 

Source: The Financial Times, London, England, Jan- 
uary 13, 1953. 


French Gold Prices and Black Market Exchange Rates 


During the French Government crisis, which lasted 
more than two weeks, prices for gold on the Paris free 
market and black market quotations for foreign curren- 
cies were relatively stable. The black market rate for the 
dollar rose to 420 francs, against an average of about 
395 francs in the early weeks of December 1952; this 


STERLING PAYMENTS FOR SUBSCRIPTIONS 
TO FUND PUBLICATIONS 


Subscribers to International Monetary Fund pub- 
lications, who previously have paid in sterling to 
the Fund’s Account with the Bank of England, 
should in future send their remittances to the Fund’s 
Account with Her Majesty’s Stationery Office, Corn- 
wall House, London, S.E.1. 
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increase was much smaller than during previous govern- 
ment crises, notably that of February 1952 before the 
Pinay Government took office. Prices for the napoleon 
and gold bars were even less affected by the crisis. 

In the week beginning January 12, gold prices and 
black market rates for foreign currencies dropped close 
to the December levels: the dollar was quoted at 398 
francs, and the napoleon on the free market at 3,790. 
Sources: Le Monde, Paris, France, various issues; The 

Wall Street Journal, New York, N. Y., Janu- 
ary 19, 1953. 


Effect on the Netherlands of U.S. import Restrictions 

Recent U.S. restrictions against imports of dried milk 
have caused great concern in the Netherlands, where 
dollar earnings from dried milk exports had increased 
considerably during 1952. In January-October 1952, the 
value of dried milk exports to the United States rose to 
12.6 million guilders (US$3.3 million), from 4.77 million 
guilders (US$1.3 million) in the corresponding period 
of 1951; and the United States bought one sixth of the 
volume of such exports. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 9, 1953. 


Norway’s Budget for Fiscal Year 1954 

The Norwegian budget for the fiscal year beginning 
July 1, 1953 proposes an increase of NKr 608 million in 
total expenditures; this is 16.3 per cent more than the 
expenditure figure in the budget proposal for the current 
fiscal year. Since receipts are expected to rise by the 
same amount, a deficit is not anticipated. However, the 
budget which was voted by the Parliament for the current 
fiscal year is some NKr 200 million larger than that 
proposed for 1953-54. 

Of total expenditures of NKr 4,343 million proposed 
for the next fiscal year, about NKr 1,169 million will be 
used for defense, compared with NKr 1,346 million bud- 
geted (but not necessarily spent) for the current fiscal 
year. Subsidies proposed for lowering prices on con- 
sumer goods are NKr 530 million, compared with 
NKr 450 million in the current year. 

The 10 per cent sales tax is expected to yield NKr 1,200 
million, or NKr 175 million more than in the current 
year. For the first time, this tax will yield more than the 
ordinary tax on income and property, which is estimated 
at NKr 1,150 million. The income tax has been de- 
creased for the lower-income groups. The other major 
change in taxes is the lowering of the tax on freight 
earnings and on tonnage, as a result of the drop in 
freight rates. 

According to the budget proposal, borrowing should 
not be necessary in the next fiscal year; but if appropria- 
tions transferred from earlier years are disbursed to a 
significant extent in 1953-54, it may be necessary to 
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borrow in order to improve the cash position. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 14, 1953. 

Italy's National Income 

Preliminary estimates indicate that Italy’s gross na- 
tional income for 1952 was 9,900 billion lire, compared 
with 9,606 billion lire in 1950 and with 150 billion lire 
in 1938. The 3 per cent increase between 1951 and 1952 
appears to have been real, since the averages for the 
wholesale price index and the cost of living index for 
1952 did not differ appreciably from the 1951 averages. 
A similar comparison of 1938 and 1952 figures, however, 
indicates that gross national income in 1952 was about 
20 per cent higher than in the prewar year. The popula- 
tion increase in the same period was nearly 10 per cent, 
so that gross income on a per capita basis was appre- 
ciably higher in 1952 than before the war. 

As indicated in the accompanying table, the most 
important change among the various components of gross 
national income was the reduction in net income from 
abroad, to 80 billion lire from 114 billion in 1951 and 
216 billion in 1950. As a result, the increase over 1951 
in national product, both at factor cost and at market 
prices, was about 4 per cent, or somewhat larger than 
the increase in gross national income. 

Italy’s National Income 

(billions of current lire) 
1938 1950 1951 1952 
National product at factor cost 117 6,370 17,423 1,700 
Indirect taxes 18 1,057 1,223 1,300 


Nat'l product at market prices 135 17,427 8,646 9,000 
Net income from abroad 1 216 114 80 


Net national income 136 7,643 8,760 9,080 
Maintenance and amortization 14 680 846 920 
Gross national income 150 8,323 9,606 9,900 


Source: 24 Ore, Milan, Italy, January 2, 1953. 


Western Germany-China Trade Contract 

The Ministry of Economics of Germany has confirmed 
that an agreement was reached in late November for trade 
valued at DM 15 million (about US$3.6 million) in each 
direction between a Bremen import-export firm and the 
China National Import-Export Corporation of Mainland 
China. Germany will export industrial products and will 
import soybeans, tung oil, oilseeds, other vegetable oils, 
casings, bristles, and powdered eggs. The exact value of 
each imported item was not reported, but it is estimated 
that soybean imports will be DM 10 million (US$2.4 
million). 

During 1951, imports of Manchurian soybeans by 
Western Germany amounted to almost 8 million bushels, 
but in 1952 there were no such imports. The recent 


agreement apparently will reopen this trade on a small 
scale. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., January 5, 1953. 








Middle East 


Insurance in Egypt 

According to the 1951 Yearbook of Egypt’s Department 
of Insurance, which has just been published, there were 
101 insurance companies in Egypt in 1951, 10 of which 
were Egyptian. Of the total, 21 companies handled life 
insurance. The number of policies issued during the 
year was 24,957, valued at LE 10,455,250; and the pre- 
miums paid were LE 545,208. Reserves for life insurance 
companies in 1951 amounted to LE 17,598,523 which, 
according to the law, must be invested in Egypt. 


Source: Al Ahram, Cairo, Egypt, January 7, 1953. 


Egyptian Cotton Agreement with Germany 

A group of German business firms has offered to buy 
three million kantars of Egyptian cotton worth about 
£36 million (1 kantar = 99.05 pounds). In exchange, 
the Germans would supply machinery, precision instru- 
ments, and other goods. 
Source: The Financial Times, London, England, Jan- 

uary 7, 1953. 


Anglo-Egyptian Nile Agreement 

The United Kingdom and Egypt have announced an 
agreement to raise the height of the Awen Dam in Uganda 
at the mouth of the Victoria Reservoir. Egypt has agreed 
to pay the equivalent of US$12.5 million toward the cost 
of the project (see this News Survey, Vol. V, p. 161). 
The dam will provide cheap electricity for Uganda and 
more water for Egypt’s dry season. 


Sources: Egyptian Embassy, Egypt News, Washington, 
D. C., January 8, 1953; PObservateur, Cairo, 
Egypt, January 12, 1953. 


Egyptian-Sudanese Trade Relations 

An economic mission from Egypt has visited the Sudan 
with a view to increasing Sudanese exports of wheat and 
cattle in exchange for Egyptian textiles. A tentative 
agreement was concluded with Sudanese authorities which 
will enable the Sudan to plant wheat on an additional 
100,000 acres; Egypt, in turn, will allow enough water 
from the Nile for that purpose. A mission was also 
sent from the Sudan to find ways and means for strength- 
ening trade relations between the two countries. 


Sources: Al Ahram, January 1, 1953, and PObservateur, 
January 9, 1953, Cairo, Egypt. 


Tourism in Egypt 

In an attempt to encourage tourism in Egypt, the 
Ministry of National Guidance is working on the improve- 
ment and widening of the Cairo-Suez and Cairo-Alexan- 
dria roads. Several additional rest houses will soon be 
built on both highways; a new police force will be formed 
to assist motorists; and the former King’s largest palace 
in Cairo, Kubba, will be turned into a hotel for tourists. 
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An offer to rent the palace has been submitted by the 
International Hotel Company, the rent to be paid in dol- 
lars. The gardens of the palace will be used for concerts 
to attract tourists. 


Source: Egyptian Embassy, Egypt News, Washington, 
D. C., January 8, 1953. 


Repayment of Ethiopian Loan from Sweden 

Ethiopia has repaid the outstanding balance on the 
credits of SKr 7.5 million received from Sweden in 1945 
and 1946. The credits have been used for reconstruction 
and development purposes. 


Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 4, 1953. 


Exchange Control in Syria 

By decree of the Syrian Ministry of Finance, the Leb- 
anese pound has been added to the list of foreign cur- 
rencies acceptable in Syria in payment of exports. Pre- 
viously, the list had included only U.S. dollars, Swiss, 
Belgian, and French francs, sterling, and Egyptian pounds. 

It is reported that the measure was taken in order to 
facilitate economic and commercial transactions with 
Lebanon, which is Syria’s main market. So far, Lebanon 
has had to pay for its imports from Syria in the cur- 
rencies specified above; despite this, the Lebanese pound, 
which last summer was at about par with the Syrian 
pound, sold in Syria early in January 1953 at a premium 
of more than 4 per cent over the Syrian pound. 
Source: Le Commerce du Levant, Beirut, Lebanon, Jan- 

uary 7, 1953. 


Cotton Acreage in Syria 

The acreage under cotton in Syria in 1953 is reported 
to be only about one third of the 1952 acreage, because 
of (1) the decline in the price of cotton and the slacken- 
ing of exports and (2) the renewed danger of leafworm 
attacks. Cotton production in 1953 is expected to be 
about 15,000 tons, against 45,000 tons in 1952 and 63,000 
tons in 1951. 


Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 
ary 7, 1953. 


Economic Planning in Lebanon 

The Minister of Finance of Lebanon has announced the 
early establishment of a Development Board, which will 
orient and plan all of the country’s economic activities. 
The Minister cited four causes as primarily responsible 
for the local poverty, which is evidenced by the low per 
capita income, equivalent to US$140 per annum. One 
cause is the population pressure; at the current rate of 
population increase, an annual increase of 1.5 per cent in 
the national income is needed merely to maintain the 
present standard of living. The second is the feudal 
system of land tenure; an early agrarian reform is im- 
perative. The third cause is the paucity of natural re- 


sources; this can be remedied only by developing water 
resources for irrigation and for the generation of elec- 
tricity, and by modernizing the present methods of culti- 
vation. The fourth is the dearth of capital, which must 
be met by encouraging foreign investments and invest- 
ments by Lebanese emigrants, and by borrowing from 
international institutions. 

Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 

ary 7, 1953. 


Far East 


Indian Import Policy 

It is estimated that India’s foreign exchange position 
will permit imports in January-June 1953 to be main- 
tained at the level of January-June 1952. For over 100 
items the import quotas which had been reduced in the 
second half of last year will be restored to the levels of 
the first half of 1952. For other items there will be re- 
ductions in imports, because of improvements in both 
the quantity and the quality of domestic manufactures. 
The import of a small number of items on the restricted 
list will be permitted as an incentive to domestic industry 
to improve quality. 
Source: Embassy of India, Jndiagram, Washington, D. C., 

January 5, 1953. 


Indian Cloth Export Duty 

The Government of India has reduced the export duty 
on cloth from 25 per cent to 10 per cent ad valorem in 
order to improve India’s competitive position. 


Source: The Statesman, Calcutta, India, January 10, 1953. 


Ceylon-West Germany Trade 

Under the original commercial treaty between Ceylon 
and West Germany, which covered the period November 
1950 to September 1952, Ceylon’s exports to West Ger- 
many were set at Rs 176 million and her imports were set 
at Rs 112 million. In that period, exports actually were 
56 per cent of the ceiling and imports were only 23 per 
cent. 
Source: Ceylon News, Colombo, Ceylon, December 18, 

1952. 


Thailand’s New Land Reform Bill 

A land reform bill, the first of its kind in Thailand, 
will be presented to the National Assembly during the 
present session. The purpose of the bill is to curb the 
rising prices of land, by preventing land speculation, and 
to improve the country’s economic conditions. The bill 
provides that each member of a family may possess not 
more than five rai (2.5 rai=1 acre) of land for residence, 
not more than 10 rai for industrial purposes, and not 
more than 50 rai for agricultural purposes. 
Source: Far East Trader, New York, N. Y., Decem- 

ber 24, 1952. 


a 
oqo me - 


_ 


4 


A 


« 
v 


a 


~ 


7 


*s 


© 
. 


A. 


‘ 
3 

wv 

a 


»~ = © 


mah 


% 


- 
~~ 


~~ 


=| —_— 


‘ 
‘ 
¥ 


— 


> 


. 


. 





Indu 


Japs 
capi 
and 
sha! 
part 
2 bi 


Ter 
Jun 
tria 
ture 
the 
lon; 
to 
Jap 
Ho! 


nar 


Sot 


Jay 
bu 


1Ze 
an 
tra 
ru 


- 
~ 


ao fe & & & a. & CO 





. 


» 


—~ —— 


~ 


+ 


& 


« 
v 
oe 


~ 


a, 


a — a 


a 


o 


4 


‘ - 
sea 


= {= 


_—— 


4) 


° 


~ 


C 


a 


*s 


° 


x 


¥ 


v 


% 


~~ 


. 


“~ 


~~ 


¥ 


INTERNATIONAL FinanciAL News Survey, January 23, 1953 





225 





Industrial Banking in Japan 

A new Long-Term Credit Bank was established in 
Japan on December 1, 1952. Fifty per cent of the initial 
capital of 1,500 million yen was subscribed by the public 
and 50 per cent by the Government. The government 
share will be in preferred stocks paid for out of counter- 
part funds. The Bank plans to issue bonds totaling 
2 billion yen a month. 

The Bank was established under the terms of the Long- 
Term Credit Bank Law, which was promulgated on 
June 12, 1952 in order to strengthen the supply of indus- 
trial funds. According to this law, the issuance of deben- 
tures was to be restricted to long-term credit banks, and 
the specialized banks had to choose between becoming 
long-term credit banks or ordinary deposit banks. In order 
to be able to issue debentures, the Industrial Bank of 
Japan has chosen the former; the Hypothec Bank and the 
Hokkaido Development Bank, however, continue as ordi- 
nary banks. 


Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, November 8 and 
December 6, 1952. 


Japan-China Barter Trade 

The Japanese Government, in a recent import trade 
bulletin, announced that imports of soybean cakes from 
Mainland China, valued at US$470,000, had been author- 
ized in exchange for Japanese textile machines. This 
announcement is being interpreted as reopening direct 
trade with Communist China after two years of inter- 
ruption caused by the outbreak of the Korean war. 

The Japanese Government has agreed to export first 
and to withdraw the condition that China deposit a bond 
of up to 30 per cent of the total value of the goods to 
be received from Japan. Japanese official trade quarters 
point out the following advantages for Japan under the 
direct method of trade: first, direct transactions will dis- 
pense with a considerable amount of margin money 
which, so far, has been absorbed by Hong Kong firms; 
and second, Japanese shipping will be utilized after the 
reopening of direct trade with China. 
Source: Far East Trader, New York, N. Y., January 7, 

1953. 


Philippine Copra Situation 

Philippine coconut production, in terms of copra, 
totaled 696,000 long tons during the first nine months 
of 1952, a decrease of 9 per cent from the 765,875 long 
tons produced in the corresponding period of 1951. The 
decline is attributed principally to the unfavorable copra 
market over most of the period, and secondarily to losses 
suffered from two strong typhoons. Prices averaged 
among the lowest recorded in postwar years, which has 
caused farm labor to leave the coconut groves unharvested 
and to turn to the production of more lucrative crops. 






Production for the final quarter of 1952 is not expected 
to show any considerable increase over the same period 
in 1951. 

Exports of coconut products during the first three 
quarters of 1952 decreased to 612,668 long tons, from 
688,495 long tons in the same period of 1951. Domestic 
consumption, however, rose by 11 per cent, to 83,333 
long tons. 

Source: Department of Agriculture, Foreign Agriculture 


Circular, Washington, D. C., December 24, 1952. 


United States and Canada 


Export-Import Bank Loans in 1952 


Loans for the development of sources of strategie mate- 
rials abroad accounted for more than half of the credit 
activities of the Export-Import Bank of Washington in 
1952. Total commitments from the Bank’s funds were 
US$596.6 million, of which $314.2 million were for 
strategic materials and other defense objectives. Among 
the commitments made during the year were loans for 
transportation, power plants, and port facilities in Africa 
to expedite the movement of strategic materials to the 
United States and other markets. As of January 1, 1953, 
the Export-Import Bank had under consideration applica- 
tions totaling $169 million for financing the development 
and expansion of foreign sources of critical materials. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., January 16, 1953. 


Federal Reserve Rediscount Rate 


Eight of the twelve Federal Reserve banks (those in 
New York, Cleveland, Philadelphia, Atlanta, Chicago, 
St. Louis, Minneapolis, and Kansas City) have raised 
rediscount rates from 134 to 2 per cent, effective Janu- 
ary 16, 1953. It was announced that the higher rates, 
approved by the Board of Governors of the Federal Re- 
serve System, were made to bring the rediscount rates 
into line with open market rates and to help curb credit 
expansion. This is the first increase since August 1950. 
It was indicated that the other four banks would soon 
take similar action. 

Source: The Journal of Commerce, New York, N. Y., 
January 16, 1953. 


U.S. Housing Starts in 1952 


Construction was begun in 1952 on 1,131,300 new non- 
farm houses in the United States; this was 4 per cent 
more than new housing starts in 195] and second only to 
the record set in 1950. According to the U.S. Depart- 
ment of Labor, housing construction last year was in- 
fluenced by a gradual easing of restrictions on the use of 
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building materials and by the removal of mortgage credit 
controls. On a seasonally adjusted basis, housing starts 
in December were at an annual rate of 1,237,000; this is 
slightly above the 1.2 million level which, if maintained 
for three months, would permit the reimposition of con- 
trols over mortgage credit (see this News Survey, Vol. V, 
p. 99). 

Source: The Wall Street Journal, New York, N. Y., 

January 19, 1953. 


Canadian Balance of Payments Trends in 1952 
During the first nine months of 1952, Canada had a 


balance of payments surplus on current account of more 
than $100 million. This compares with a current account 
deficit of more than $500 million for the entire year 1951. 
The principal causes of the improvement, which began 
in the second half of 1951, were an increase in the volume 
of exports and an improvement in the terms of trade. 
On a ten-month basis there was a visible surplus of $235 
million, compared with a visible deficit of $292 million 
in 1951. The deficit on nonmerchandise transactions did 
not increase significantly. The current account surplus 
with the sterling area and other overseas countries was 
greater than in 1951; the current account deficit with the 
United States may have been comparable to that of the 
earlier year. 

On capital account there were receipts of $500 million 
during the first nine months of 1952, as a result of direct 
investment and new security purchases by nonresidents. 
These receipts, combined with the current account surplus, 
led to the appreciation of the Canadian dollar during the 
year, which in turn contributed to a capital outflow 
through the sale of Canadian bonds by nonresidents. In 
addition, there was a heavy outflow of short-term capital. 
The official reserves of gold and U.S. dollars increased by 
only US$75 million. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, January 15, 1953. 


Latin America 


Export-Import Bank Credit to Mexican Steel Mill 


The Export-Import Bank of Washington has author- 
ized a credit of US$3.6 million to the Nacional Financiera 
of Mexico, to finance the expansion of a steel mill in 
Monterrey. The credit, which is guaranteed by the Mex- 
ican Government, will bear interest at the rate of 444 per 
cent per annum and will be amortized in 20 approximately 
equal semiannual installments beginning June 15, 1954. 
Under the planned expansion of the steel mill, much of 
its old and obsolete equipment is to be replaced and its 
annual production capacity raised from 30,000 tons to 
about 50,000 tons of steel plate, coil, and sheet steel. 
The recent credit, like those granted in 1951 and 1952, 





was authorized under the US$150 million line of credit 

extended in August 1950 (see this News Survey, Vol. V, 

p- 47). 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., January 12, 1953. 


Export-Import Bank Credit to Colombia 


The Export-Import Bank of Washington has authorized 
a loan of US$4.5 million to the Caja de Crédito Agrario, 








BALANCE OF PAYMENTS YEARBOOK 


1950-51 

This Yearbook is the fourth in the series that was 
started in 1949. The number of countries and ter- 
ritories covered has been increased from 59 in the 
1949-50 Yearbook to 65 in the current issue. The 
regional tables, in which the international trans- 
actions of a country are classified by major trading 
areas, have also been greatly expanded. 

A new feature in the 1950-51 volume is a table 
summarizing, on a dollar basis, the statements for 
the various countries. This provides a convenient 
means for reviewing balance of payments develop- 
ments in the world as a whole. 

To indicate changes in balance of payments posi- 
tions the data are presented in a financing form, 
which takes account of the varying characteristics 
of the different national economies and shows how 
the balance of payments surplus or deficit has been 
financed. In addition, data are supplied in a standard 
form which is the same for all countries. 

Library buckram bound volume, US$5.00; paper 
bound volume, US$4.00. 289 pages. 













































































STAFF PAPERS 


Through this publication, the Fund makes avail- 
able some of the studies on monetary and financial 
problems that have been prepared by members of the 
staff. The latest issue, published in November 1952, 
contains the following studies: Inflation in Relation 
to Economic Development; Competitive Deprecia- 
tion; The Change in the Yugoslav Economic System; 
Currency Unification in Libya; Problems of Trade 
Indices for Latin America; The Fund Agreement in 
the Courts—II. 

Two volumes have been published thus far. Vol- 
ume I consists of three numbers, issued in February 
1950, September 1950, and April 1951. Volume II 
consists of three numbers, issued in September 1951, 
April 1952, and November 1952. 


Subscription per volume, US$3.50; single issue, 
US$1.50. 
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Payments for these publications may be made at 
approximately equivalent prices in the currencies of 
most countries. 
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* *s 
Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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Industrial y Minero, an agency of the Republic of Colom- 
bia, to complete the financing of a flood control dam on 
the Bogota River and two irrigation projects which in- 
clude some 60,000 acres of fertile agricultural lands in 
the Magdalena River valley. This loan represents an in- 
crease in the existing line of credit of US$10 million 
which was authorized in July 1943. Advances under 
this line of credit will bear interest at the rate of 4 per 
cent per annum and will be repaid in 20 semiannual 
installments commencing in July 1955. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., January 12, 1953. 


Colombian Coffee Exports 


Colombian exchange receipts from coffee exports in 
1952 amounted to approximately US$370 million. The 
volume of coffee exports was 5,019,523 sacks of 70 kilo- 
grams each. Exchange receipts from merchandise ex- 
ports other than coffee were approximately US$30 million. 
Capital imports are estimated at US$13,603,788. 


Source: El Tiempo, Bogota, Colombia, December 31, 1952. 


Ecuador’s Foreign Exchange Position 


Purchases of foreign exchange by the Central Bank of 
Ecuador in 1952 were equivalent to US$80.2 million and 
sales were equivalent to US$67.0 million. In 1951, pur- 
chases were $53.1 million and sales were $60.7 million. 
The substantial increase in receipts in 1952 was due to 
higher export proceeds, particularly from banana, rice, 
and coffee exports. 

U.S. dollars accounted for $65.6 million of total pur- 
chases of exchange; the remainder was inconvertible 
exchange bought under the provisions of bilateral agree- 
ments with Colombia, Chile, France, Western Germany, 
and Italy. Sales of U.S. dollars amounted to $59.7 mil- 
lion; and sales of currencies under the bilateral agree- 
ments were equivalent to US$7.3 million. 

The 1952 exchange surplus of $13.2 million increased 
Ecuador’s net official reserves by an almost equal amount. 
Net reserves amounted to $38.2 million as of Decem- 
ber 31, 1952 and to $25.8 million as of the end of 1951. 
Source: Banco Central del Ecuador, Informacion Esta- 

distica, No. 298, Quito, Ecuador, January 10, 
1953. 


Peru’s External Debt 


Peru has offered to adjust its dollar debt by issuing 
$65,726,000 of new 3 per cent dollar bonds in exchange 
for six issues of Peruvian dollar bonds outstanding. The 
new bonds will mature January 1, 1997. The offer will 
terminate December 31, 1954 unless extended by Peru. 
The plan also provides for the delivery to assenting 


holders of scrip certificates and certain cash payments. 
Under the plan, Peru will pay $1,388,598 semiannually 
for the service of the new bonds, and the difference 
between the service payments and the interest require- 
ments will be applied as a sinking fund for the new bonds. 
Of the $65,726,000 affected, $48,096,000 are Republic 
of Peru external sinking fund dollar bonds of 1947 which 
were issued in exchange for other Peruvian bonds in an 
offer dated June 26, 1947. Holders of the bonds of 1947 
will receive, upon exchange for new bonds, $113 per 
$1,000 bond in non-interest bearing scrip certificates 
payable in annual installments 1953-67. Holders of the 
other five issues who accept the plan will receive scrip 
ranging from $90.50 to $135.42 per $1,000 bond and 
cash at the rate of $90 per $1,000 principal amount of 
bonds surrendered in exchange. 
Source: The Wall Street Journal, New York, N. Y., Janu- 
ary 19, 1953. 


RFC to Purchase Bolivian Tin 


The Reconstruction Finance Corporation has con- 
tracted to buy about 5,000 tons of tin from Bolivia at a 
base price of US$1.175 a pound. This is the first sale of 
Bolivian tin to the RFC since the nationalization of the 
tin properties on October 31, 1952 (see this News Survey, 
Vol. V, p. 155). Discussions will continue on the matter 
of the compensation of U.S. investors in the Patino Com- 
pany, and on a one-year tin purchase contract. 

Source: La Prensa, New York, N. Y., January 18, 1953. 


Paraguayan Stabilization and Development Program 

A new Paraguayan Government program for economic 
stabilization and development, scheduled to be started 
on January 1, 1953, covers exchange matters, foreign 
trade, bank credit, the government budget, price control, 
promotion of agricultural and manufacturing industries, 
and improvement of public administration. A Planning 
Commission, under the National Council of Economic Co- 
ordination, is in charge of supervising the implementa- 
tion of the program. 

For foreign exchange and trade, the policy objectives 
and proposed measures are (1) stimulation of exports by 
means of higher effective rates of exchange; (2) rational 
allocation of exchange for imports and other payments 
through strict adherence to the 1953 exchange budget; 
(3) gradual reduction and eventual elimination of import 
subsidies; (4) limitation of preferential import rates to 
goods “absolutely essential” to the national economy; 
(5) reintroduction of the exchange auction system for 
the payment of nonessential imports; (6) normal opera- 
tion of the free exchange market, with rates fluctuating 
in response to market forces; (7) encouragement of the 
inflow of foreign capital and the repatriation of Para- 
guayan capital by the normal operation of the free 
market, by the authorization to import capital goods 
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without exchange restrictions if paid for with funds held 
abroad, and by the guarantee of free withdrawal and 
remittance of investment income earned by foreign capital. 


Credit is to be extended under selective controls de- 
signed to channel financial resources predominantly into 
the production of goods and services deemed most im- 
portant to the national economy. Farming, livestock rais- 
ing, and manufacturing industries are to benefit from 
liberal bank credit. The government-owned Bank of 
Paraguay and the Central Bank are to establish a “credit 
budget” designed to set certain quantitative annual limits 
on the volume of bank credit for the different sectors of 
the economy. 


For the government budget, the program sets out the 
following objectives and measures: (1) strict economy in 
the execution of the current fiscal budget; (2) an imme- 
diate increase of revenues by increasing real estate taxes, 
the sales tax, the business profits tax, and the customs 
tariff, and by improving the collection of taxes in 
general; (3) elimination, or at least reduction to a min- 
imum, of the estimated 1953-54 budget deficit by slowing 
down public works, reducing public services, and better 
utilization of civilian and military personnel. 


In regard to price controls, the policy objective of 
the program is to maintain controls only insofar as they 
are indispensable to the adequate supply and distribution 
of essential goods. Price controls are to be limited, at 
present, to the following imported goods: wheat flour and 
products, salt, essential pharmaceutical products, fuels, 
cement, wire, agricultural machinery and implements, 
trucks and station wagons, fertilizers, and insecticides. 
Domestically produced goods which will remain under 
price control are meat, sugar, edible oils, and fats. 

In respect to agriculture, the program guarantees mini- 
mum prices for cotton, rice, tobacco, wheat, corn, peanuls, 
beans, and sugar cane. Imports of agricultural machin- 
ery and implements will receive preferential exchange 
treatment. A progressive elimination of subsidies on 
wheat and wheat flour imports is designed to stimulate 
output of domestic substitutes. Livestock raising is to 
be stimulated through higher official prices in the domestic 
market and high export rates for meat products. Con- 
struction by the Government of silos, warehouses, and 
refrigeration plants for the storage of agricultural prod- 
ucts is to have priority over other public works. 

The program to stimulate manufacturing industries in- 
cludes utilization of the full capacity of existing plants; 
re-equipment of plants, with the aid of exchange alloca- 
tion and bank credit; and intensified processing of domes- 
tic raw materials, in order to satisfy domestic require- 
ments for cotton textiles, vegetable oils, sugar, and other 
foodstuffs and to secure export surpluses for a variety 
of products. 


Source: El Pais, Asuncién, Paraguay, December 29, 1952. 


Other Countries 
Australian Trade 


In the six-month period, July-December 1952, Australia 
had a favorable trade balance of £A 156 million, com- 
pared with an unfavorable balance of £A 216.4 million 
in the corresponding six months of 1951. Exports in 
the 1952 period were valued at £A 410.2 million, com- 
pared with £A 316.8 million in the preceding year; the 
value of imports was £A 254.2 million, against £A 533.2 
million a year earlier. 

The wool check for the first half of the 1952-53 season 
amounted to £A 180.4 million, compared with £A 151.8 
million for the first half of the previous season. The 
quantity of wool sold during the six months ended De- 
cember 1952 was 1,784,729 bales, against 1,537,750 bales 
for the corresponding period in the 1951-52 season. 
Average prices for the first half of the current season 
were slightly below those in the same period last year. 
The average for greasy wool was 79.38d per pound, com- 
pared with 79.42d in the earlier year, while scoured wool, 
at 105.5d, had dropped by nearly 3d. Wool shipped 
abroad for sale amounted to 15,781 bales, compared with 
15,456 bales for the first half of the 1951-52 season. 
Sources: The Financial Times, London, England, Janu- 

ary 13 and 15, 1953. 


Fund Alternate Executive Directors 


Mr. L. F. Crick, of the Bank of England, has been 
appointed Alternate Executive Director of the Fund for 
the United Kingdom. He succeeds Mr. A. M. Stamp. 

Mr. Joaquim Candido Gouvéa Filho, of the Superin- 
tendency of Currency and Credit of Brazil, has been 
appointed Alternate Executive Director of the Fund for 
Bolivia, Brazil, Chile, Dominican Republic, Ecuador, 
Panama, Paraguay, Peru, and Uruguay. He succeeds 
Mr. Charles P. Hargreaves. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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